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CHAPTER I 



INTRODUCTION 

Atmosphere for Defense Decisions 

Secretary of Defense Robert S. McNamara has aggressively pur- 
sued the role of the Secretary of Defense as he sees it. His definition of 
this role is not merely that of an administrator or "judge of the decisions 
being made in the Department of Defense. In his own words, he denies the 
passive role. 

My own strong belief is a manager should be an aggressive 
leader, an active leader, asking questions, suggesting alternatives, 
proposing objectives . . . ^ 

There is a chain of assumptions necessary to an understanding of 
the requirements for this kind of aggressive, active leadership. First, it 
requires an unprecedented centralization of decision making. This, in 
turn, means that a substantial amount of information, in the form and 
timeliness necessary to facilitate decisions, be provided to the Secretary. 

The budget provided substantial information concerning the activi- 
ties of the military services, but it was not in such form that major 
decisions regarding the possible trade-offs between the service programs 
could be observed. Stated another way: 

^David Seligman, "McNamara's Management Revolution, " F ortune , 
July, 1965, p. 119. 
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The relationship between resources shown in the budget and 
military missions was not explicit . . . the long-term implications 
of budget decisions were not easily or clearly seen. * 

There existed a dichotomy between the long-range planning of the military 

services, which dealt in outputs, and the short-range budget, dealing in 

inputs. 

The first step toward providing Mr. McNamara the decision-making 

ability he desired was to span the gap between the long-range military plans 

prepared by the military planning organizations and the budgets prepared by 

the individual military Comptroller organizations which were essentially 

uncoordinated. Mr. McNamara and Mr. Hitch attempted to span this gap 

2 

by establishing the programming process to precede budget formulation. 

This was a start in the systematic structuring of problems in terms 
of objectives, needs, interrelationships, and proportion of major Defense 
Department programs. Just having this basic structure was a giant step in 
the design for an atmosphere of decision making. Something more was 
required, however, as one of the Deputy Assistant Secretaries of Defense 
wrote: 



The bewildering array of entirely feasible alternative forces 
which our scientists can offer today has enormously complicated our 
problems of choice. There is hardly a military task which cannot be 
accomplished in a multitude of ways. . . . 

We cannot hedge against this array of possibilities by simply 
buying them all. To attempt to do so would only lead to squandering 



Bert Mogin, Office of the Secretary of Defense (Comptroller), 
Speech before the Navy Financial Management Students, The George 
Washington University, November 2, 1966. 

2 Ibid. 
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of resources on partially completed programs. Choices have to be 
made, and the aim of systems analysis is to help in making these 
choices correctly. * 

Purpose and Scope 

The purpose of this paper is to establish that there is a design for 
knowledgeable decision making in the Department of Defense and to describe 
and evaluate the role of systems analysis in the Office of the Secretary of 
Defense as it relates to that design. Some of the questions this paper hopes 
to answer are these: 

1. What is the modern design for defense decision making? 

2. How does systems analysis fit into the design? 

3. What is systems analysis and how can the process as applied 
in the Office of the Secretary of Defense be defined and described? 

4. What are the recognized benefits and limitations of the sys- 
tems analysis approach? 

5. How does the application of the systems analysis approach in 
the Office of the Secretary of Defense affect the Navy? 

This paper is organized, first, to describe in broad terms the 
framework within which the Secretary of Defense makes decisions concerning 
force level. Within this framework, the importance and reliance placed on 
systems analysis will be discussed. The nature of the dialogue between the 



Russell Murray, Deputy Assistant Secretary of Defense for 
General Purpose Programs (Systems Analysis), "Systems Analysis and Cost 
Effectiveness, " Defense Industry Bulletin , II, No. 9 (September, 1966), 1. 
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services and the Office of the Secretary of Defense regarding systems analy- 
sis actions and determinations will be described using both formal and 
informal lines of communication. Systems analysis will be discussed as an 
applied economic approach to decision making with its recognized limitations. 
Finally, the application of systems analysis to Navy programs will be dis- 
cussed with its resultant implications. 

Significance of the Study 

The primary significance of this paper is to gain and demonstrate 
an understanding of the approach and application of systems analysis. Since 
the Secretary of Defense decisions regarding force structures and levels 
within the services have an impact on all defense activity, it has become 
vital for all Naval Officers as well as other Department of Defense employees 
to have an appreciation for the decision process. The intention of this paper 
is to shed some small amount of liglrt on at least part of the decision proce- 
dure which has heretofore been viewed with awe, if not as a complete mys- 
tery, by many members of the Department. * 

Some recent actions taken in the Federal Government Administration 
reveal the attitude of the President and Congress concerning their acceptance 
of the decision-making processes of the Department of Defense. The Presi- 
dent in October, 1965, for example, directed the introduction of an inte- 
grated Planning -Prog ramming -Budgeting System in all agencies of the 

^Personal interview with Captain Charles Woods, USN, Office of the 
Chief of Naval Operations, Code OP 96 (Systems Analysis), December 8 and 9 
1966 . 
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Executive Branch. In describing the need for such a system, the Bureau of 
the Budget explained that with present practices: 

Objectives of agency programs and activities have too often not 
been specified with enough clarity and concreteness; accomplishments 
have not always been specified concretely; alternatives have been 
insufficiently presented for consideration by top management; in a 
number of cases the future year costs of present decisions have not 
been laid out systematically enough; and formalized planning and sys- 
tems analysis have had too little effect on budget decisions. 

Also, in October, 1965, Senator Gaylord Nelson of Wisconsin intro- 
duced a bill entitled the ’’Scientific Manpower Utilization Act, " which would 
authorize the spending of $125 million in helping states and universities to 
apply systems analysis to urgent problems. In October, 1966, Senator 
Nelson, for the Congressional Record , welcomed the support his bill was 
receiving and took the opportunity to further emphasize its importance: 

The systems approach to problem solving has attracted consider- 
able attention in the past several years. Born out of the defense and 
space efforts, this approach is now finding application in the civilian 
sector. The rising problems of transportation, environmental pollu- 
tion, crime and regional and urban development lend themselves to 
the ever -improving tools and techniques of systems analysis, auto- 
matic data processing, systems engineering and operations research. 

. . . The unrealized potential of the systems approach at state and 
local levels convinces me that congressional action is needed soon. ^ 

Within the Department of Defense, McNamara's decision methods 
have been spreading rapidly, from the Secretary's Office to the services. 

As Seligman points out in "McNamara's Management Revolution, " the 



^Executive Office of the President, Bureau of the Budget, Bulletin 
No. 66-3 , to the Heads of Executive Departments and Establishments, 
October 12, 1965. 

^U.S. , Congressional Record , 89th Cong. , 2d Sess. , October 12, 
1966, pp. 27300-27301. 
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services "have been actively developing systems -analysis capabilities of 
their own, so that, to caricature the situation only slightly, they will be 
able to slug it out with Enthoven's boys on more even terms. "* The Navy, 
recognizing the need for a central repository of systems -analysis talent, 
has within the last eight months established a Systems Analysis Division in 
the Office of the Chief of Naval Operations. It was created to provide the 
Chief of Naval Operations with "the capability to evaluate the relative effec- 
tiveness of alternatives in programs and program proposals, and thereby to 

2 

assist in the decision-making process. " The main problem faced by this 

office thus far is to "sell" the approach to the force sponsors within the 

Office of the Chief of Naval Operations. It must be made clear to the force 

sponsors that their positions during the Joint Chiefs of Staff and Office of 

the Secretary of Defense reviews will be strengthened rather than weakened 

if their programs are presented with alternative courses of action showing 
3 

sacrifice risk. 

It is therefore obvious that an evaluation of the systems analysis 
approach within the design for decision making of the Department of Defense 
is both important and timely. 

*Seligman, op. cit. , p. 250. 

2 

Charter for Systems Analysis Group, Office of the Chief of Naval 
Operations. 

3 

Personal interview with LCdr. Shelby Clark, SC, USN, OP-96 
(Systems Analysis), Office of the Chief of Naval Operations, December 9» 
1966 . 
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Sources of Information 

While there is a considerable amount of literature devoted to 
decision making in the Department of Defense, most of the books pre-date 
the "management revolution" of the 1960*s and, in fact, appear to be blue- 
prints for the present atmosphere. To absorb impressions and reactions 
to present processes of decision making, it became necessary to turn to 
more current periodicals and even these were theoretical in nature or at 
least less than objective in their interpretations. The remaining sources 
of data were found in studies such as those conducted by the RAND Corpora- 
tion; and most current information was gathered through extensive study of 
instructions and notices within the Office of the Secretary of Defense and 
the Navy; lectures by Department of Defense officials currently working in 
the area; and, finally, numerous personal interviews with both military and 
civilian personnel in the Office of the Secretary of Defense and the Office of 
the Chief of Naval Operations. 
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CHAPTER II 



MODERN DESIGN FOR DEFENSE DECISION MAKING 

Evolution 

When President Kennedy first asked Mr. McNamara to accept 
appointment as the Secretary of Defense, three basic questions came to 
McNamara's mind: 

What was the climate in the Pentagon? What kind of a job was 
being Secretary of Defense? Could I--or for that matter could any- 
one --truly manage the Department of Defense? * 

The Department of Defense has, in fact, progressed through various 

phases of strengthening the authority of the Secretary, but this progression 

has done little to provide him with the tools for making decision. The National 

Security Act of 1947 established the Secretary of Defense and authorized him 

to establish "general” policies and programs and to exercise "general” 

2 

direction, authority, and control of the military services. 

Prior to World War II, there was much opposition to unification in 
any manner of the services. During that war, however, the combined land / 
Bea/air operations played such a vital role that the need for unification of 

^Robert S. McNamara, "Managing the Department of Defense," 

Civil Service Journal, IV, No. 4 (April-June, 1964), 1. 

^National Security Act of 1947, P. L, 253, 30th Cong. , 1st Sess. , 

July 26, 1947 (61 Stat. 495). 
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planning and operations was recognized. President Truman, in 1945, made 
a strong recommendation to Congress for the establishment of a single 
Department of National Defense. Mr. Charles J. Hitch (who was later to 
become Mr. McNamara's first Assistant Secretary of Defense, Comptroller) 
quoted from Mr. Truman's own words to describe and analyze the essence 
of the President's proposal for unification: 

In order to achieve this purpose, he felt that "we should have 
integrated strategic plans and a unified military program and 
budget. " In this connection he stressed a principle that is only now 
being generally accepted in the Defense Department, namely, and I 
use his words, that "strategy, program, and budget are all aspects 
of the same basic decisions. 

The National Security Act of 1947 fell far short of these purposes. 

In 1949, through recommendations by the first Secretary of Defense, 

James V. Forrestal, the Hoover Commission, and others, amendments 
were made to that Act in order to bring the Secretary of Defense the powers 
to exercise his authority over the armed services and thus established the 
paramount position of the Secretary of Defense as the principal assistant 
to the President on defense matters. At the same time, the Army, Navy, 
and Air Force relinquished their status as Executive Departments. The 
Office of the Secretary of Defense was to include a Deputy and three 
Assistant Secretaries. A Chairmanship of the Joint Chiefs of Staff was 
created. Additionally, Title IV was added to the Act to provide for the office 

^Charles J. Hitch, "Decision Making in the Department of Defense, " 
from the H. Rowan Gaither Lectures in Systems Sciences, at the University 
of California, April 5-9, 1965, p. 18. 
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of the Assistant Secretary of Defense, Comptroller, and the uniformity of 
budget and fiscal procedures throughout the Department. * 

In 1953, the Office of the Secretary of Defense was further 
strengthened to provide that no military function was to be carried out inde- 
pendently of the Secretary of Defense and the office was expanded from three 

2 

to nine Assistant Secretaries. Again in 1958, a reorganization took the 

military departments, which had been acting as executive agents in the 

operational control of the unified commands, out of the chain of command 

so that the line now runs from the President to the Secretary of Defense, 

through the Joint Chiefs of Staff to the unified commands. ^ 

As President Eisenhower pointed out in his special message to 

Congress on the 1958 reorganization: 

Complete unity in our strategic planning and basic operational 
direction (_is a vital necessity/. It is therefore mandatory that the 
initiative for this planning and direction rest not with the separate 
services, but directly with the Secretary of Defense and his opera- 
tional advisers, the Joint Chiefs of Staff, assisted by such staff 
organization as they deem necessary. ^ 



* National Security Act Amendments of 1949, P. D. 216, 81st Cong. , 
1st Sess. , August 10, 1949 (63 Stat. 578). 

2 

Reorganization Plan No. 6 of 1953 (67 Stat. 638). 

3 

Department of Defense Reorganization Act of 1958, P. L». 85-599, 
85th Cong. , 2d Sess. , August 6, 1958 (72 Stat. 514). 

4 

Hitch, "Decision Making in the Department of Defense, " op. cit . , 



p. 22. 
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It becomes clear from the foregoing brief historical analysis that, 
since World War II, the design for centralized decision making in the Office 
of the Secretary of Defense has been the concern and direction of Presidents 
and the Congress. All of these actions were not met with great enthusiasm 
by the military service departments since it became apparent even then that 
they were being stripped little by little of their power to operate in a unilat- 
eral manner. 

Responsibility versus Ability 

The Office of the Secretary of Defense had indeed been given the 
responsibility and authority to direct the affairs of the military departments. 
Mr. McNamara, in an attempt to answer some of his questions about the 
role of the Secretary of Defense, talked to his predecessor, Thomas S. 
Gates, Jr. , who showed him a committee report that had been published in 
1953 concerning the powers of that office. Mr. Nelson Rockefeller, who 
headed the committee, included the following in his report to Congress: 

The Secretary of Defense has by statute full and complete 
authority over the Department of Defense, all its agencies, sub- 
divisions and personnel subject only to the President. . . . There 
are no separately administered preserves in the Department of 
Defense. . . . The Secretaries of the Military Departments, the 
Joint Chiefs of Staff, all officers and other personnel are under the 
Secretary of Defense . . . His power extends to all affairs and 
activities of the Department of Defense. * 

The responsibility for control was therefore very clear, but the 
sheer magnitude of the task lends credence to Mr. McNamara's question as 

^McNamara, op. cit . , p. 1. 
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to whether anyone could really manage the Defense Department. 

There is a force today of nearly three million military personnel 
on active duty, supported by over one million civilians and backed up by 
one million military reserve personnel. With a budget of over $60 billion, 
and with a vast scope of activity touching virtually every segment of the 
American economy, the decisions made In the areas of procurement and 
force structures are vitally important. How, one might ask, could any man, 
or group of men, ever manage such a vast aggregation of men, equipment, 
installations, and activities all over the world? To be fully effective, how- 
ever, the defense effort must be managed on a uniform basis in planning as 
well as in the conduct of combat operations. President Eisenhower, in his 
message to the Congress on the reorganization of 1958, stressed this point 
of unity in plans: 

No military task is of greater importance than the development 
of strategic plans which relate our revolutionary new weapons and 
force deployments to national security objectives. Genuine unity is 
indispensable at this starting point. No amount of subsequent coor- 
dination can eliminate duplication or doctrinal conflicts which are 
intruded into the first shaping of military programs. 1 

When Mr. McNamara arrived at the Pentagon in 196.1, he found that 
military planning and budgeting were being performed independently. Plan- 
ning, the responsibility of the Joint Chiefs of Staff (JCS) and the military 
departments, was accomplished in terms of military forces and weapon sys- 
tems and was projected over periods of from five to ten years. Budgeting, 

*Hitch, "Decision Making in the Department of Defense, 11 op. cit. , 



p. 22. 
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however, was done in terms of functional categories such as 'military 
personnel, " and line items such as "travel" and "pensions, annuities, and 
insurance claims, which were breakdowns of the functional categories. 

This gap between military planning and budgeting has been held 
responsible for the so-called interservice "rivalry, " the alleged strife 
which--it was charged by observers of the Pentagon scene during the ^SO's--* 
was costing the American taxpayers millions of dollars each year. * Budget 
preparation during that period was characterized by special pleading as each 
military service proceeded independently of the others in pushing its indi- 
vidual interests. Because of the lack of coordination between military plan- 
ning and defense budgeting, each service was disposed to submit each and 
every worthwhile project as a budget request in the hope of increasing its 
share of the budget without regard to the plans being made in the other 
services. General Maxwell D. Taylor expressed this view in these words: 

The three services develop their forces more or less in isolation 
from each other, so that a force category such as strategic retalia- 
tory force, which consists of contributions of both the Navy and the 
Air Force, is never viewed in the aggregate. ... In other words, 
we look at our forces horizontally when we think of combat functions, 
but we view them vertically in developing the defense budget. ^ 

Although previous legislation had, at the time of its passage, been 

3 

called a 'major overhaul of the entire DOD budget and fiscal system, " it 

*"What Tying Dollars to Military Decisions Means to Defense 
Management, " Armed Forces Management , IX, November 1962, p. 87. 

2 

Maxwell D. Taylor, The Uncertain Trumpet (New York: Harper 
and Bros. , 1959), p. 123. 



"What Tying Dollars to Military Decisions Means 






p. 87. 



. , " op. cit. , 
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did not bridge the gap between planning and the budget. It still remained for 
Mr. McNamara to accomplish the bridging operation. The shortcomings of 
this split between planning and budgeting had not gone unnoticed in Congress. 
In two letters to the Secretary of Defense in 1959. Representative George 
Mahon, then Chairman of the House Defense Appropriations Subcommittee, 
stressed the importance of looking at the Defense programs and budget in 
terms of military missions by grouping programs and their cost by mission. 
He also called for ' more useful information and for a practical means of 
relating costs to missions. 

Mr. McNamara sought an alternative to the system so that he could 
allocate funds to the services on the basis of the overall needs of national 
security and thus provide the country with a balanced military posture. He 
called for a study of defense budgeting which would lead to this new approach 
--whose main goal would be the forging of a link between military planning 
and defense budgeting. 

The blueprint for the new approach was already in existence in a 
book entitled The Economics of Defense in the Nuclear Age, by Charles J. 
Hitch and Roland N. McKean. Mr. Hitch , who was Mr. McNamara's 
Assistant Secretary of Defense (Comptroller), offers considerable insight 
into his concept of defense budgeting prior to his assuming actual responsi- 
bilities in this area. The authors pointed out that defense plans and decisions 

*Hitch, "Decision Making in the Department of Defense, " op. cit, , 



p. 33. 
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cannot be made on the basis of cost only or need only. Indeed, the right 
question to ask is: How much is needed for defense more than is needed for 
other purposes ? * 

The first step they suggested as a means of improving the choice of 

program sizes was to put budget figures into categories that more clearly 

correspond to end-product missions. This would enable officials to make 

better decisions concerning their importance to the nature of these missions. 

The budget, designed to show the approximate costs of such missions, would 

have to cross interdepartmental lines. Three broad program categories 

were proposed: (1) deterrence or fighting of all-out war; (2) deterrence or 

2 

fighting of limited war; and (3) research and development. 

They also pointed out that the decision makers would like to know 
the extra or incremental program costs of the alternatives being considered. 
In essence, Hitch and McKean proposed a format that embraced an integrated 
Department of Defense budget. Within such a budget, the programs of indi- 
vidual services would be grouped with those of other services and displayed 
in the mission category toward which those particular forces are directed. 
Forces and costs were to be projected some years in the future, and the 

total mission could be analyzed by comparing costs and benefits of the ele- 

3 

ments making up the mission force. 

* Charles J. Hitch and Roland N. McKean, The Economics of Defense 
in the Nuclear Age (Cambridge: Harvard University Press, I960), pp. 47-48. 

2 3 

Ibid. , pp. 54-57. Ibid . , p. 57. 
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Both Mr. McNamara and Mr. Hitch were convinced that the finan- 
cial management system must provide the data needed by top defense man- 
agement to make the really crucial decisions, particularly on the major 
forces and weapon systems needed to carry out the principal missions of 
the Defense establishment. 

It was noted that, although unification had been achieved in form, 

beginning with the National Security Act of 1947, 

... It was not until 1961 that the full powers of the Secretary 
of Defense to run the Department on a unified basis . . . were 
actually used. . . . This situation existed principally because 
earlier Secretaries of Defense lacked the necessary tools to do so. 

The "tool" provided to Mr. McNamara was a new function, which 
he called programming, and which was incorporated in the financial man- 
agement system. "Since the military planning function and the budget 

function were already well established, the role of programming was to 

2 

provide a bridge between the two. " 

The New System 

One distinction that should be made is that the system or process 
set up by Mr. Hitch had as its ultimate objective the facilitation of the 
decision-making process in the Department of Defense. Establishment of 
this system gave recognition to the fact that the great technical complexity 

*Hitch, "Decision Making in the Defense Department, " op. cit. , 

2 Ibid. , p. 37. 



p. 25. 
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of modern weapon systems, the lengthy developmental and procuremei 
devastating combat power, and enormous costs place a tremendous prenru 
on the selection of weapon systems for future tasks and missions. Choice 
in these areas are the key decisions around which the defense program and 
budget are built. * To make these decisions, the Secretary of Defense needs 
to know the cost of each of the systems in relation to its military effective- 
ness. These costs need to be evaluated for a period longer than just one 
budget year --ideally over the entire life cycle of the system, including both 
the initial investment cost and annual operating costs. He also needs to 
know what the effectiveness of each system is in relation to its mission and 

the alternative weapon systems available to perform that mission both now 
2 

and in the future. 

Seven broad goals were established for the programming system, 
and since this system is regarded as a tie-in between planning and budgeting, 
these are in essence goals of the planning -programming -budgeting system: 

1. Planning oriented around major missions. - -The system is pri- 
marily oriented around military forces classified in terms of independent 
or related missions, as opposed to grouping the military forces of the 
services separately. These mission-oriented military forces 

^Charles J. Hitch, "The Defense Budget as a Management Tool, " 
an address before the Annual Conference of the Armed Forces Management 
Association, Shoreham Hotel, Washington, D. C. , March 1, 1963. 

2 

Charles J. Hitch, "Remarks before the American Society of Mili- 
tary Comptrollers, " The Pentagon, Washington, D. C. , September 21, 1961. 
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constitute the output of the defense program, and therefore are the 
primary focus for decision making. 

2. Ability to relate resource inputs to military output. --While 
each proposed force structure has its cost in dollar terms, an esti- 
mate of time-phased requirements for major resources must never- 
theless be made in terms of physical units, such as manpower, items 
of equipment, and facilities. The system must be capable of providing 
both financial and non-financial estimates of resource inputs required 
to obtain a specified military output. 

3. Coordination of long-range planning with budgeting. - -Long- 
range planning and programming decisions must be compatible with 
budgets and funding decisions. The programming system must pro- 
vide a means for changing approved programs for compatibility pur- 
poses, if a need for a revision of programs is recognized during the 
budget review process. 

4. Continuous appraisal of programs. --An unnecessary contrac- 
tion of decision making into a very short period of time would result 
from tying defense planning to an arbitrary calendar period. It would 
also result in increased time to respond to changing military needs. 
While budgeting and funding are necessarily geared to an annual cycle, 
this does not preclude continuous appraisal of long-range programs. 

5. Progress reporting . --Control must be exercised through a 
series of progress reports, and significant deviations from approved 



